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§ 6. If all saved income were saved permanently, the prin-
cipal never being withdrawn for expenditure, a general ex-
penditure tax on consumption would be the same thing as
a general income tax from which savings were exempted.
This kind of tax would, like a general income tax, be com-
patible alike with graduation and with family allowances.
Moreover it would be possible, if it were so desired, to make
a rough adjustment for the fact that some expenditures upon
consumption are, in effect, investments yielding income in
the future1 and, therefore, liable under an ordinary income
tax to a double impost. Thus charges incurred for children's
education might be exempted eo nomine.2 In spite, however,
of these possibilities the idea of constituting a general ex-
penditure tax by means of a general income tax from which
savings are exempted is exposed to a very powerful objection.
Income that is saved need not be saved permanently. In so
far as what has been saved is subsequently withdrawn for
spending, when, not counting as income, it would not be taxed,
there would be an element of differentiation in favour of saving,8
an element which, if the withdrawal took place soon after
the saving had been made, would be very large. Moreover,
and this is the decisive point, under an income tax from which
savings were exempted dishonest citizens might make a practice
of saving in one year, thus escaping taxation, and secretly
selling out and spending their savings in the next year. The
skill of revenue officials in this country has succeeded in
mastering many forms of dishonesty, but the opinion is widely
held among experienced administrators that this form would
prove too much for them ; that so wide a door for evasion
would be opened as seriously to impair the efficiency of the
income tax as an engine of revenue.
§ 7. If on this ground it is decided that an income tax
with exemption of savings is impracticable, so that the hope
of establishing a general expenditure tax directly through
1	Cf. ante, p. 120.
2	It would be clearly impracticable to treat in this -way expenditure
upon other " necessaries for efficiency ".   The compromise device of exempt-
ing, not actual expenditure upon these things, but fixed sums estimated to
cover them, would not eliminate adverse differentiation.
3	Cf. Benham, " Notes on the Pure Theory of Public Finance ", Economica,
November 1934, p. 442, where an error in what was said in early editions of
this book is corrected.

